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' BEFORE THE STATE BOARD OF EQUALI ZATI ON
OF THE STATE OF CALI FORNIA

In the Matter of the Appeal of )
JAMES M DENNY ;

For Appel | ant: Janes M Denny, in pro. per

For Respondent: Burl D. Lack, Chief Counsel
W bur F, Lavelle, Assistant Counsel

OP1 N1 ON

This appeal is made pursuant to Section 18594 of ' the
Revenue and Taxation Code from the action of the Franchise Tax
Board on the protest of James M Denny to a proposed assessment
of additional personal incone tax in the anmount of $42.30 for the

year 1956,

Appel lant is an automobile salesman. |n his return for
1956 he claimed a deduction for "bends and bird dog {ees" in the
anmount of $2,131,09. This represented sums aJIegedI¥ paid to.
others for sending prospective custoners to himand tor such itens
as autonobile accessories, white sidewal |l tires dios. and
heaters which Appellant_c|a|ns to have purchase; as Inducenents to
customers t 0 buy aut onobi |l es. Re%Po dent disall owed ﬁll but .
$1,502.10 of the amount claimed, on the ground that the remainder
was not substanti ated.

_ Appel l ant al so clained a deduction of $1,842.96 for auto-
mobi | e expense including depreciation on a "demonstrator® which
Appel | ant had purchased for $2,833.12, Appellant clainmed a
deduction of the difference between the cost of the autonobile
and its "book value" at the end of the year.  Respondent . adjusted
Appel lant's depreciation allowance and based it upon cost

anortized over a useful life of four years.
of the amount clained as depreciationyby Appel gﬁfqﬁggtHYSa% %&Eé?

pellant has submtted no facts or argunment with respect
to the depreciation claimed by himbut does assert that all of the
amounts wnich he claimed for "bends and bird dog fees" yere
actually paid by him

. Respondent concedes that to the extent they were sub-
stantiated, the expenses for "bends and bird dog fees" e
deductible, presumably under Section 17202 of the Revenu€e and
Taxation Code as ordinary and necessary expenses paid or incurred
In carrying on a trade or business.
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It must be pointed out initially that all deductions are a
matter of legislative grace. (New Colonial Ice Co. v. Helvering,
292 U.S. 435.) In order to avalT himselT of deductions allowed
b¥ | aw, Appel ['ant nust furnish reasonable proof of the expend-
itures which gave rise to the deductions. Appellant has placed
i n evidence cancelled checks and invoices for the year in question
but has failed to substantiate that he spent nore than $1,502.10
for items classified in his return as "vends and bird dog fees."
For example, some of the checks bear no indication that they were
ever paid by the bank on which they were drawn. Also, there is
no indication on sone of the invoices that they have been paid.
W hold that Respondent's action in disallowng the balance
clainmed by Appellant was proper.

Since Appellant failed to address hinself specifically to
the matter of depreciation we nmust assune that he has acquiesced
I n Respondent's action in reconputing the anount to be allowed in
t hat respect.

ORDER
- Pursuant to the views expressed in the Opinion of the Board
. onfile in this proceeding, and good cause appearing therefor,

I T IS HEREBY ORDERED, ADJUDGED AND DECREED, pursuant to
Section 18595 of the Revenue and Taxation Code, that the action
of the Franchise Tax Board on the protest of James M .Denni/] to a
proposed assessnent of additional personal incone tax in the
arrotunt Oél $42.30 for the year 1956 be and the sane is hereby
sust ai ned.

Done at Sacranento, California, this 17th day of My, 1962,
by the State Board of Equalization.

Go. R Reilly , Chai rman
John W _Lynch , Menber
Paul R Leake , Menmber
Ri chard Nevins , Menber

, Menber

ATTEST: Dixwell L. Pierce , Secretary
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